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In Our Opinion… 
  The Newsletter of the AICPA Audit and Attest Standards Team 
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COSO Issues Internal Control Guidance for 
Smaller Public Companies 
by Charles E. Landes, AICPA VP - Professional Standards and Services, and AICPA 
Board Member to COSO 
 
In January 2005, the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO) initiated a project to help smaller public companies implement COSO’s Internal 
Control – Integrated Framework (framework).  COSO recognized that the enactment of 
Section 404 of the Sarbanes-Oxley Act prompted public companies and other organizations 
to turn their attention to evaluating internal control over financial reporting (internal control). 
Many smaller public companies found they needed assistance in applying the concepts first 
set out in the framework.   
 
The new guidance was completed and issued in June 2006, and is entitled Internal Control 
Over Financial Reporting – Guidance for Smaller Public Companies.  It consists of a three-
volume set containing an executive summary, guidance for applying the concepts in the 
framework, and illustrative evaluation tools.  The objective of the three-volume set is to help 
smaller public companies and their auditors apply the framework when assessing and 
reporting on the effectiveness of internal control.   
 
The guidance provides a set of 20 basic principles representing the fundamental concepts 
associated with and drawn directly from the five components of internal control described in 
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the framework.  Although the guidance was intended for use by smaller public companies, the 
principles are equally applicable to large and small nonpublic companies, governmental 
agencies, and not-for-profit organizations.   
 
COSO recognizes that methods for applying the framework can and should differ for smaller 
businesses, and identified the following themes for specific attention by those entities: 
 
• The control environment is extremely important and sets the tone for a company’s internal 
control.  In smaller businesses, management’s actions and demonstrated commitment to 
effective governance and internal control are often more transparent than they are in larger 
businesses. 
 
• In identifying necessary controls, a company should consider the risks to reliable financial 
reporting and then identify the controls required to mitigate those risks.  Rather than focusing 
on mandating specific controls, the focus should be on linking risks to the financial statement 
assertions and account balances that might be affected. 
 
• Control activities require some minimum level of formalization so that everyone 
understands their responsibilities, how the controls operate, and the importance of the 
internal control process. 
 
• Information technology can enable effective internal control.  Although information 
technology often has been cited as a source of control risk, small businesses can take 
advantage of information technology to promote more effective internal control.   
 
 • Monitoring the effectiveness of internal control can take place in many different ways in 
smaller companies.  This includes ongoing monitoring that may already be in place, including 
monitoring by executives who have direct and explicit knowledge of the activities of the 
business. Management often relies on such controls in smaller companies.  
 
 • Employees should understand the risks, objectives, and their personal responsibility for  
controls.  Even smaller companies can implement effective procedures so that when 
employees note control problems or deviations from acceptable practices, they can report 
these findings to the right person, before they become a significant issue for the company. 
 
A free copy of the executive summary, which contains the 20 principles can be downloaded from 
http://www.coso.org/publications.htm. 
 
 
Auditor’s Report Research Project – Request for 
Proposals  
by Sharon Walker 
 
The Auditing Standards Board (ASB) began its project to revise Statement on Auditing Standard 
No. 58, The Independent Auditor’s Report, in 2004. Proposed revisions to the standard would 
broaden the description, in the auditor’s report, of management’s responsibility and the auditor’s 
responsibility in an audit of financial statements. The ASB also is considering adding language to 
the report that would describe the competencies that users of the financial statements and 
auditor’s report are expected to have. In addition, the ASB has proposed better defining, in the 
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auditor’s report, what an audit is and what it is not, so that financial statement users would be 
less likely to misunderstand the report.  
 
However, without rigorous evidence identifying common user misconceptions about the report, 
the ASB struggled to develop appropriate language for inclusion in the auditor’s report. 
Consequently, in August 2006, the ASB together with the International Auditing and Assurance 
Standards Board, and the American Accounting Association announced a research initiative that 
will provide them with a better understanding of users’ perceptions of the financial statement 
audit and the auditor’s report. 
 
The first phase of the research initiative is to identify the common misconceptions that users 
have regarding an unqualified auditor’s report. Once these misconceptions have been identified, 
a second phase of the research is anticipated that would explore ways in which the auditor’s 
report might be revised to address user misconceptions and more clearly communicate the 
intended message.  
 
Research proposals must be submitted by October 2, 2006 to Sharon Walker, Technical 
Manager, Audit and Attest Standards, AICPA, 1211 Avenue of the Americas, New York, NY 
10036-8775. The “Request for Proposals” may be downloaded from the AICPA Web site  
http://www.aicpa.org/news/Request_for_Research_Proposal.htm 
   
 
Conforming Amendments to AT 501, 
Reporting on an Entity’s Internal Control 
Over Financial Reporting 
by Judith M. Sherinsky 
 
In January 2006, the Auditing Standards Board (ASB) issued an exposure draft (ED) of a 
proposed Statement on Standards for Attestation Engagements (SSAE) entitled Reporting on an 
Entity’s Internal Control Over Financial Reporting that would supersede AT 501. (The ED bears 
the same title as existing AT 501.) The proposed ED is applicable to practitioners reporting on 
the internal control of a nonissuer, and incorporates elements of PCAOB Auditing Standard No. 
2, An Audit of Internal Control Over Financial Reporting Performed in Conjunction With an Audit 
of Financial Statements, (AS2) that the ASB believes would be applicable to and appropriate for 
examinations of the internal control of nonissuers, and also useful to regulated entities, such as 
financial institutions, insurance companies, and governmental entities.  
 
On May 17, 2006 the PCAOB announced plans to amend certain aspects of AS2 to improve its 
implementation.  Because future changes to AS2 will most likely be relevant to the revision of AT 
501, the ASB decided to defer the final revision of AT 501 until the PCAOB issues its 
amendments, and the ASB has time to consider them. Because of this deferral, conforming 
revisions have been made to AT 501 to incorporate the new terms, related definitions, and 
guidance on identifying and evaluating control deficiencies and communicating significant 
deficiencies and material weaknesses, that were introduced in May 2006 by the issuance of 
Statement on Auditing Standards (SAS) No. 112, Communicating Internal Control Related 
Matters Identified in an Audit.  Although AT 501 and SAS No. 112 have different objectives and 
are used in different engagements, they both involve an entity’s internal control over financial 
reporting and require communication of certain deficiencies.  
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Many of the changes introduced in SAS No 112 reflect terminology and concepts introduced in 
AS2 that are relevant to audits of the financial statements and examinations of the internal 
control of nonissuers.  
 
The following conforming changes have been made to AT 501 to bring that standard into 
conformity with corresponding aspects of SAS No. 112:  
 
• Deleting the term reportable condition and its definition. 
 
 • Replacing the definition of the term material weakness.   
 
• Introducing the terms control deficiency and significant deficiency and their related 
definitions. 
 
  • Replacing the guidance on evaluating control deficiencies with the relevant guidance from 
SAS No. 112. 
 
  • Replacing the term audit committee with the term those charged with governance (defined in 
SAS No. 103, Audit Documentation) to describe the party to whom the practitioner must 
communicate significant deficiencies and material weaknesses. 
 
  • Identifying areas in which a control deficiency ordinarily is at least a significant deficiency in 
internal control:  
 
  • Identifying indicators of a control deficiency that should be regarded as at least a significant 
deficiency and a strong indicator of a material weakness in internal control. 
 
  • Requiring the practitioner to communicate to management and those charged with 
governance, in writing, significant deficiencies and material weaknesses.  
 
To coincide with SAS No. 112’s effective date, these conforming changes are effective when the 
subject matter or assertion is as of or for a period ending on or after December 15, 2006.  Early 
application is permitted. The conforming changes to AT 501 can be accessed from the following 
Web site: http://www.aicpa.org/members/div/auditstd/exec_summary_conform_amend.htm 
 
    
Practice Aid on Alternative Investments 
by Mike Glynn 
 
 Over the past several years, certain not-for-profit organizations, healthcare entities, pension 
plans, and investment companies have dramatically increased their investments in financial 
instruments that do not have readily determinable market values. Generally, GAAP requires 
these entities to carry these investments (known as alternative investments) at fair value. 
However, hedge funds, including funds of funds, may invest in highly illiquid securities that may 
be difficult to value. Funds of funds are investment companies that invest in other investment 
companies. The continued increase in the percentage of alternative investments to both net 
assets and to total investment portfolio subjects the investor entities to complex fair value 
accounting, and exposes their investment portfolios to greater risk and volatility. Primarily 
because hedge funds are subject to few regulatory controls, investor entities often are not 
provided with information about the underlying investments or the investment strategy. Hedge 
funds traditionally have been used by wealthy investors seeking high returns on their 
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investments. However, it is becoming more common for quasi public funds (for example, 
healthcare endowment funds and colleges and universities) to be invested in these vehicles.  
 
Due to the increased risk of misstatement inherent in these investments, the Audit Issues Task 
Force of the Auditing Standards Board established the Alternative Investments Task Force (task 
force).  The task force was charged with providing additional guidance to auditors of investor 
entities on how auditors may obtain sufficient appropriate audit evidence that would enable them 
to conclude that the financial statements are free of material misstatement.  As a result, the task 
force has developed and issued a practice aid for auditors entitled “Alternative Investments – 
Audit Considerations”.  The task force believes that this non authoritative practice aid will assist 
auditors in auditing alternative investments.  The practice aid includes guidance on: 
 
• General considerations pertaining to auditing alternative investments 
 
• Addressing management’s financial statement assertion about existence 
 
• Addressing management’s financial statement assertion about valuation 
 
• Management representations 
 
• Disclosure of certain significant risks and uncertainties 
 
• Reporting 
 
The practice aid also includes appendices that provide illustrative confirmation requests for 
alternative investments and examples of due diligence, ongoing monitoring, and financial 
reporting controls. The document can be downloaded from the following Web site: 
http://www.aicpa.org/members/div/auditstd/alternative_investments.htm 
 
 
Highlights of Technical Activities 
 
The Auditing Standards Board (ASB) performs its work through task forces composed of 
members of the ASB and others with technical expertise in the subject matter of the projects. 
The findings of these task forces periodically are presented to the members of the ASB at 
public meetings for their review and discussion.  Highlights of matters addressed by the ASB 
are available at: http://www.aicpa.org/members/div/auditstd/calendar/asbmtghlts.htm.  
 
 
Task Forces of the ASB 
 
Following are the current task forces of the ASB and brief summaries of their objectives and 
recent activities. 
 
Amendments to SAS No. 69 Task Force (Staff Liaison: Sharon Walker). At its July 2005 
meeting, the ASB voted to issue a final Statement on Auditing Standards (SAS), subject to 
the Financial Accounting Standards Board’s (FASB) deliberations on its related project, which  
removes the GAAP hierarchy for nongovernmental entities from SAS No. 69, The Meaning of 
Present Fairly in Conformity with Generally Accepted Accounting Principles (AU sec. 411). 
The change was made in response to the issuance, in April 2005, of the FASB’s exposure 
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draft of a proposed Statement of Financial Accounting Standards (SFAS) entitled “The 
Hierarchy of Generally Accepted Accounting Principles,” which (1) incorporates the GAAP 
hierarchy for nongovernmental entities into the FASB’s accounting literature, and (2) clarifies 
that the FASB is responsible for identifying the sources of accounting principles and the 
framework for selecting the principles to be used in the preparation of nongovernmental-entity 
financial statements presented in conformity with GAAP.  The ASB will issue its final SAS 
coincidentally with the FASB’s and PCAOB’s issuance of their final standards.  
 
Auditing Accounting Estimates Task Force (Staff Liaison: Hiram Hasty; Task Force Chair: 
Harold Monk Jr.). The task force is revising SAS No. 57, Auditing Accounting Estimates (AU 
sec. 342), to reflect aspects of the International Auditing and Assurance Standards Board’s 
(IAASB) December 2004 exposure draft, Auditing Accounting Estimates and Related 
Disclosures (Other than Those Involving Fair Value Measurements and Disclosures).  That 
exposure draft proposes revisions to International Standard on Auditing (ISA) 540, Audit of 
Accounting Estimates. This project is part of the ASB’s efforts to harmonize its standards with 
those of the IAASB. Accordingly, in developing an exposure draft, the task force will monitor 
the IAASB’s deliberations and drafts. 
 
Auditing Related Party Transactions Task Force (Staff Liaison: Michael P. Glynn; Task 
Force Chair: George P. Fritz).  The task force plans to revise SAS No. 45, Related Parties, 
(AU sec. 334) to achieve convergence with the related ISA that the IAASB is developing. In 
December 2005, the IAASB issued an exposure draft entitled Related Parties that would 
revise ISA 550, of the same title. The exposure period ended on April 30, 2006. The 
exposure draft is available at the following Web site: http://www.ifac.org/Guidance/EXD-
Details.php?EDID=0052.  The task force is monitoring the IAASB’s progress on this issue 
 
Audit Issues Task Force (Staff Liaison: Sharon Walker; Task Force Chair: John A.  
Fogarty). This task force (1) oversees the ASB’s planning process, (2) evaluates technical 
issues raised by various constituencies and determines their appropriate disposition, 
including referral to an ASB task force or development of an interpretation or other guidance, 
(3) addresses emerging audit and attestation practice issues, (4) provides advice on ASB 
task force objectives and composition,  (5) monitors the progress of task forces, and (6) 
assists the chair of the ASB and the Audit and Attest Standards staff in carrying out their 
functions, including liaising with other groups. The AITF held its most recent meeting on 
September 7, 2006 via conference call. 
 
Auditors’ Reports Task Force (Staff Liaison: Sharon Walker; Task Force Chair: Harold L. 
Monk).  This task force is revising SAS No 58, Reports on Audited Financial Statements (AU 
sec. 508). The ASB believes that it is appropriate and timely to revisit the required reporting 
elements and the language in the auditor's report for audits of nonissuers. At the August 2006 
ASB meeting, the task force presented a revised draft of SAS No. 58 and discussed issues 
related to that draft. The task force expects to present a revised draft of the document at the 
January 2008 ASB meeting that will be voted for exposure.   
  
Auditor’s Report Research Task Force (Staff Liaison: Sharon Walker; Task Force Chair: 
Douglas Prawitt). This task force is charged with identifying topics and individuals to perform 
research on the nature of the expectation gap and how the audit report might be revised to 
better address this expectation gap.  The request for proposals is available at  
http://www.aicpa.org/download/news/2006/AICPA_AAA_IAASB_RFP.pdf. Proposals are to 
be submitted by October 2, 2006. For additional information, see the article, “Auditor’s Report 
Research Project – Request for Proposals,” on page 2. 
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Chief Compliance Officers Task Force (Staff Liaison: Judith M. Sherinsky; Task Force Chair: 
Brian Gallagher). This task force is developing a Statement of Position (SOP) entitled 
Examination Engagements Undertaken in Connection With Compliance Programs of Investment 
Companies and Investment Advisers. The project arose in connection with the SEC’s December 
2003 adoption of Rule 38a-1 of the Investment Company Act of 1940 and Rule 206(4)-7 of  the 
Investment Advisers Act of 1940 (Rules), intended to protect investors by ensuring that  all 
registered investment companies and business development companies (collectively, funds) 
have internal programs to enhance compliance with federal securities laws, and (2) all SEC 
registered investment advisers have internal programs to enhance compliance with the 
Investment Advisers Act of 1940.  One of the provisions of these Rules is that the entity 
designate a chief compliance officer to be responsible for administering the entity’s compliance 
policies and procedures 
 
The SOP provides practitioners with performance and reporting guidance when examining the 
suitability of the design and operating effectiveness of controls over compliance at funds, 
investment advisers, and service providers. Since federal securities laws encompass a 
significantly comprehensive set of obligations and responsibilities, the scope of this attestation 
engagement ordinarily would not include all compliance control objectives and controls related to 
all of the provisions of federal securities laws.  Rather, they would include only compliance 
control objectives specified by management and related controls intended to achieve those 
objectives. The task force currently is discussing whether management's specified control 
objectives must address all of the areas identified in the Release adopting the Rules or whether 
the control objectives may address only specified areas.   
    
Communications Task Force (Staff Liaison: Ahava Goldman; Task Force Chair: Daniel D. 
Montgomery). The task force is revising SAS No. 61, Communication with Audit Committees 
(AU sec. 380), to incorporate elements of proposed ISA 260, The Auditor's Communication 
with Those Charged with Governance, issued by the IAASB.  In March 2006, the ASB issued 
an exposure draft of a proposed SAS, The Auditor’s Communication With Those Charged 
With Governance, with a comment period ending May 31, 2006. At its August 2006 meeting, 
the ASB discussed issues raised in comment letters. The exposure draft is available at: 
http://www.aicpa.org/members/div/auditstd/Proposed_Statement_of_Auditing_Standards.htm
  
Group Audits Task Force (Staff Liaison: Ahava Goldman; Task Force Chair: Diane M. 
Rubin). The task force is considering revisions to AU Section 543, Part of Audit Performed by 
Other Independent Auditors, to achieve convergence with a proposed revision of ISA 600, 
The Audit of Group Financial Statements. The exposure draft, which was issued by the 
IAASB on March 22, 2005, is entitled The Work of Related Auditors and Other Auditors in the 
Audit of Group Financial Statements, and is available at http://www.ifac.org/Guidance/EXD-
Details.php?EDID=0041. The task force will closely monitor the IAASB’s discussions of this 
topic. 
 
Internal Control Task Force (Staff Liaison: Judith M. Sherinsky; Task Force Chair: 
Michael T. Umscheid). This task force has been charged with revising Chapter 5, 
Reporting on an Entity’s Internal Control Over Financial Reporting, (AT 501) of 
Statement on Standards for Attestation Engagements No. 10. For information about 
the status of this project, see the article on page 3, “Conforming Amendments to AT 
501, Reporting on an Entity’s Internal Control Over Financial Reporting.” 
  
International Auditing Standards Subcommittee (Staff Liaison: Sharon Walker; 
Subcommittee Chair: Susan S. Jones). The objective of this subcommittee is to support the 
development of international auditing standards. Subcommittee activities include providing 
Field Code Changed
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technical advice and support to the AICPA representative and technical advisors to the 
IAASB, commenting on exposure drafts of international assurance standards, participating in 
and identifying U.S. volunteer participants for international standard-setting projects, 
identifying opportunities for establishing joint standards with other standard setters, 
identifying international issues that affect auditing and attestation standards and practices, 
and assisting the ASB and other AICPA committees in developing and implementing AICPA 
international strategies. The subcommittee met on September 6, 2006 and discussed various 
issues related to the following IAASB projects: Clarity, External Confirmations, Special 
Reports, Estimates, Related Parties, Forming an Opinion, and Service Organizations.  
 
Management Representations Task Force (Staff Liaison: Ahava Goldman; Task Force 
Chair: Keith O. Newton). The task force is considering revisions to SAS No. 85, Management 
Representations (AU sec. 333) based on the IAASB’s project to revise ISA 580, Management 
Representations. The task force is monitoring the IAASB’s discussions of this issue. 
  
Quality Control Standards Task Force (Staff Liaison: Ahava Goldman; Task Force Chair: 
David Brumbeloe). The task force is revising the Statements on Quality Control Standards 
(SQCSs) in consideration of the IAASB’s International Standard on Quality Control No. 1, 
Quality Control for Firms that Perform Audits and Reviews of Historical Financial Information, 
and Other Assurance and Related Service Engagements. On July 28, 2006, the ASB issued 
an exposure draft of a proposed SQCS, A Firm’s System of Quality Control, that would  
replace all existing SQCSs. The comment period for the exposure draft ends on September 
30, 2006. The exposure draft is available at the following AICPA Web site: 
http://www.aicpa.org/members/div/auditstd/A_Firms_System_of_Quality_Control.html 
 
SAS No. 74 Task Force (Staff Liaison: Ahava Goldman; Task Force Chair: George Rippey). 
The task force is revising SAS No. 74, Compliance Auditing Considerations in Audits of 
Governmental Entities and Recipients of Governmental Financial Assistance, (AU sec. 801) 
to reflect changes in the government auditing environment. The task force is awaiting the 
results of a government auditing quality study and expects to bring a draft to the ASB at its 
October 2006 meeting.   
 
Using the Work of a Specialist Task Force (Staff Liaison: Hiram Hasty; Task Force Chair: 
Darrell Schubert). The objective of the task force is to revise SAS No. 73, Using the Work of a 
Specialist, and replace it with two new standards. One of the proposed standards, Using an 
Outside Specialist to Assist in the Audit,  addresses situations in which an auditor engages 
an outside (non-firm) specialist to obtain specialized skills or knowledge needed in the audit, 
but not available on the engagement team. The other proposed standard, Using the Work of 
Management's Nonemployee Specialist, focuses on situations in which an auditor uses as 
audit evidence the work product of a nonemployee specialist hired by management. At its 
December 2004 meeting, the IAASB added to its agenda a project to revise ISA 620, Using 
the Work of an Expert. At its February 1-3, 2005 meeting, the ASB approved the submission 
of a recommendation to the IAASB consisting of the two proposed SASs developed by the 
task force. The task force will monitor the progress of the IAASB’s standard and consider the 
IAASB’s deliberations and drafts in developing its exposure draft. 
 
 
Other Activities 
 
Accounting and Review Services Committee (ARSC) (Staff Liaison: Michael Glynn; 
Committee Chair: Thomas A. Ratcliffe). The ARSC is the senior technical committee of the 
AICPA designated to issue pronouncements in connection with the unaudited financial 
 
 
 
 
 
 
9 
 
statements or other unaudited financial information of nonpublic entities. The charge of the 
ARSC is to develop and communicate, on a continuing basis, comprehensive performance 
and reporting standards as well as practice guidance that enable practitioners to provide high 
quality, objective, compilation and review services that serve the profession, clients, and the 
general public. The ARSC accomplishes this objective by developing compilation and review 
standards, timely responding to the need for guidance, and clearly communicating such 
guidance to the profession and users of financial statements. During the fourth quarter of 
2006, the ARSC plans to issue two exposure drafts (ED) of proposed Statements on 
Standards for Accounting and Review Services (SSARSs). The first is entitled Elimination of 
Certain References to Statements on Auditing Standards and Incorporation of Appropriate 
Guidance In Statements on Standards for Accounting and Review Services. The ED would 
delete from SSARSs certain references to the auditing literature and, where appropriate, 
replace those references with guidance that is specific to compilation and review 
engagements.  The second ED will be an Omnibus standard that will amend several sections 
of AR Section 100, Compilation and Review of Financial Statements.  The ARSC is 
scheduled to meet on September 18-19, 2006 in Chicago, and on November 20-21, 2006 at 
the New Jersey office of the AICPA.  To view highlights of past and current ARSC meetings, 
go to the following AICPA Web site: 
http://www.aicpa.org/members/div/auditstd/calendar/arscmtghlts.htm 
  
Anti-Fraud Task Force (Staff Liaison: Michael P. Glynn; Task Force Chair: Ronald L. 
Durkin). The Anti-Fraud Task Force is charged with further developing the specificity of 
criteria for management anti-fraud programs and controls, as introduced in the document, 
Management Antifraud Programs and Controls:  Guidance to Help Prevent, Deter, and Detect 
Fraud, issued jointly by several organizations, including the AICPA.  The task force is 
currently considering its next project.   
 
Auditing Standards Committee of the American Accounting Association (AAA) (Chair: 
Audrey A. Gramling, Kennesaw State University; ASB/AICPA Liaisons to the Committee: 
Douglas Prawitt and Michael P. Glynn). The Auditing Standards Committee of the AAA is 
charged with fostering interaction between the AAA’s Auditing Section and auditing standard-
setting bodies such as the AICPA’s ASB. The ASB supports strengthening its relationship 
with the academic community as well as increasing that community’s participation in the 
standard-setting process.  
 
International Auditing and Assurance Standards Board (IAASB) (U.S. Member: John A. 
Fogarty; U.S. Technical Advisor: Sharon Walker). The IAASB met in May 2006 in New York.  
At that meeting, the IAASB considered comments received on its exposure draft, “Improving 
the Clarity of IAASB Standards.” The IAASB also considered its proposed standards on 
materiality, communications with those charged with governance, modifications to the opinion 
in the independent auditor’s report, and emphasis of a matter and other matters paragraphs 
in the independent auditor’s report. Copies of the International Federation of Accountants’ 
final auditing, assurance, related services, and quality control standards; exposure drafts 
outstanding; and information about attending IAASB meetings, which are open to the public, 
can be found at: http://www.ifac.org/.  The next meeting of the IAASB will be held July 10-
14, 2006 in Brussels. 
 
Professional Issues Task Force (PITF) (Staff Liaison: Michael P. Glynn; Task Force Chair: 
Charles J. McElroy).  The PITF is responsible for accumulating and considering practice issues 
that appear to present concerns for practitioners performing audits and reviews of financial 
statements or agreed-upon procedures. The PITF also is responsible for disseminating 
information or guidance, as appropriate, in the form of practice alerts.  Practice alerts are 
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intended to provide practitioners with information that may help them improve the effectiveness 
and efficiency of their engagements and practices, and are based on existing professional 
literature, the experience of the members of the PITF, and information provided by AICPA 
member firms to their own professional staffs.  The task force also refers matters that may 
require reconsideration of existing standards to the appropriate standard-setting body. All alerts 
that have not been superseded are published annually in the AICPA Technical Practice Aids 
and. are also available at http://www.aicpa.org/members/div/auditstd/pract_alerts.asp. The PITF 
is currently working on two separate practice alerts.  The first will provide guidance on issues that 
arise in implementing SAS No. 103, Audit Documentation.  The second addresses auditing and 
other considerations related to electronic information. 
 
 
Auditing Standards Board Agenda 
 
Codes: DI—Discussion of issues, DD—Discussion of draft document, ED—Vote to 
ballot a document for exposure, EP—Exposure Period, CL—Discussion of comment 
letters, FI—Vote to ballot a document for final issuance, SU—Status Update. 
 
Project 
ASB Meeting Date 
August 22-23,  2006 
Denver,  CO  
Auditors’ Reports DI and DD 
Clarity of Standards DI 
Communications With Those Charged With     
Governance 
CL 
Using the Work of Specialists DI 
 
The next meeting of the ASB will be on October 17-19, 2006 at the New York office of the 
AICPA.  
 
To view a projected timetable of ASB projects through 2007, see the following AICPA web 
site: http://www.aicpa.org/members/div/auditstd/asb_project_timetable.htm 
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Recently Issued and Approved Documents 
 
Statements on Auditing Standards (SASs) 
Title (Product Number) Issue Date Effective Date 
SAS No. 112, Communicating 
Internal Control Related Matters 
Identified in an Audit (060707)  
May 2006 Effective for audits of financial 
statements for periods ending 
on or after December 15, 2006. 
Earlier implementation is 
permitted. 
SAS Nos. 104 through 111 comprise the “risk assessment standards” and are available in a 
single bound book(product no. 060704). 
SAS No. 111, Amendment to 
Statement on Auditing Standards 
No. 39, Audit Sampling  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 110, Performing Audit 
Procedures in Response to 
Assessed Risk and Evaluating the 
Audit Evidence Obtained  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 109, Understanding the 
Entity and Its Environment and 
Assessing the Risk of Material 
Misstatement  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 108, Planning and 
Supervision 
 
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application  is permitted. 
SAS No. 107, Audit Risk and 
Materiality in Conducting an Audit  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 106, Audit Evidence   March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 105, Amendment to 
Statement on Auditing Standards 
No. 95, Generally Accepted 
Auditing Standards  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application is permitted. 
SAS No. 104, Amendment to 
Statement on Auditing Standards 
No. 1, Codification of Auditing 
Standards and Procedures “Due 
Professional Care in the 
Performance of Work”  
March 2006 Effective for audits of financial 
statements for periods beginning on 
or after December 15, 2006. Earlier 
application  is permitted. 
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SAS No. 103, Audit 
Documentation  
(060706)  
December 
2005 
Effective for audits of financial 
statements for periods ending on or 
after December 15, 2006.  
SAS No. 102, Defining 
Professional Requirements in 
Statements on Auditing Standards 
(060705)  
 
December 
2005 
Effective upon issuance. 
 
 
Statements on Standards for Attestation Engagements (SSAEs) 
Statement on Standards for 
Attestation Engagements (SSAE) 
No. 13, Defining Professional 
Requirements in Statements on 
Standards for Attestation 
Engagements (023032) 
December 
2005 
Effective upon issuance. 
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